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New Tax Legislation in Pennsylvania 


By WituiaM B. Kay 


(Philadelphia Office) 


Important tax legislation was en- 
acted at this year’s session of the Penn- 
sylvania legislature which affects both 
corporations and individuals. The 
comments which follow are not in- 
tended to be exhaustive but rather to 
give a bird’s-eye view of the changes 
effected in the State’s system of taxa- 
tion. 


Franchise Tax of Foreign Companies* 


Foreign corporations, hitherto sub- 
ject to the capital stock tax, are now 
liable, instead, to a franchise tax laid 
at the same rate but on a basis calcu- 
lated to increase the amount of tax 
payable. The tax applies to every for- 
eign corporation doing business in and 
liable to taxation within the state, or 
employing or using capital or property 
therein. Domestic corporations remain 
subject to the capital stock tax. 

The franchise tax on foreign cor- 
porations first applying for years be- 
ginning on or after January 1, 1935 
is measured by that part of the actual 
value of the total capital stock which 
is allocable to Pennsylvania according 
to the method by which Massachusetts 
allocates income for the purposes of its 
corporate excise tax. The total value 
of the stock is divided into three equal 
parts, and these are respectively allo- 








*The term foreign companies as used in this 
article refers to companies incorporated under the 
laws of a state other than Pennsylvania or of a 
foreign country. 





cated by the application of fractions 
representing (a) tangible property, 
(b) compensation paid to employees, 
and (c) gross receipts. In each in- 
stance the numerator is the amount 
assignable to Pennsylvania, and the 
denominator is the total amount. The 
sum of the results is the amount of 
capital stock to which the tax rate of 
5 mills is applied. 

All compensation is assignable to 
Pennsylvania except that paid to em- 
ployees chiefly situated at, connected 
with, or sent out from places of busi- 
ness owned or rented by the company 
outside the Commonwealth. The gross 
receipts consist of (a) sales, (b) rent- 
als or royalties from property, and (c) 
receipts for the use of patents. Until 
regulations have been issued it may be 
conservatively assumed that “sales” in- 
clude services. Sales are assignable to 
Pennsylvania or otherwise according 
to the locus, as determined for assign- 
ment of compensation, of the agent or 
agency negotiating or effecting the 
sale. Any of the three rules of alloca- 
tion is applicable if the denominator of 
the fraction expresses a value. Where 
one or two rules are inapplicable, the 
capital stock is allocated according to 
the remaining rules or rule. Where 
two apply, each is applied to one-half 
the value of the stock. Where only 
one applies, the total capital stock is 
allocable by it. 
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The Attorney General has ruled that 
shares of a corporation which is liable 
for the franchise tax or exempt there- 
from under state law are exempt from 
taxation as personal property. The 
ruling relates directly to the state tax 
on personal property, but an identical 
application in the case of the county 
tax on the same subject is necessarily 
implied. It is also implied that shares 
of such a corporation, held by a Penn- 
sylvania corporation, are exempt from 
the tax on capital stock, but it appears 
probable that the exemption will be 
limited to that percentage of the value 
of the shares so held which equals that 
percentage of the total 
issuing corporation's 


the 


stock 


value of 
capital 
which is allocable to Pennsylvania in 
the measurement of the franchise tax. 

The tax is of doubtful constitution- 
ality; a fact recognized by the legis- 
lature, which provided that in case of 
its overthrow by the courts the capital 
stock tax shall apply, as before, from 
the effective date fixed for the fran- 
chise tax. 


Exemption of Manufacturing 
Companies 

The exemption from capital stock 
tax which is provided in the case of 
manufacturing companies is suspended 
for two years. The suspension is ef- 
fective during the calendar years 1935 
and 1936, or the fiscal years beginning 
in 1935 and 1936. In amending the 
act to effect the suspension the legisla- 
ture otherwise altered the language so 
that the exemption, when restored, will 
apply inter alia to brewing companies, 
hitherto excluded. The act does not 
expressly exempt foreign manufactur- 
ing companies subject to the franchise 
tax and there is serious doubt as to 
whether the exemption, when restored, 
will apply to them. 


Corporate Net Income Tax 


During two years, domestic and for- 
eign corporations and limited partner- 
ships are liable for a privilege tax of 
6 per cent. on their net income as re- 
turned to and ascertained by the 
United States. This tax, termed an 
excise for the privilege of doing busi- 
ness in the state, applies to domestic 
and foreign stock corporations, joint 
stock associations and limited partner- 
ships doing business or employing or 
using capital or property therein, ex- 
cept banks, trust companies, savings 
institutions, building and loan associa- 
tions, foreign insurance companies and 
beneficial life and limited life insur- 
ance companies. It is laid only for 
1935 and 1936 or fiscal years begin- 
ning therein, at 6 per cent. on the net 
income as returned to and ascertained 
by the federal government, less any 
federal not deductible for the 
purposes of the federal income tax. 
Secause state income taxes are deduct- 
ible for the federal tax, algebra must 
be employed to determine the amounts 
of federal and state taxes respectively. 
For 1935, in cases wherein there is no 
liability for excess-profits tax, the fed- 
eral income tax is 13.07345 per cent. 
and the state income tax 4.92037 per 
cent. of the net income before deduc- 
tion of either. 

Where the entire business is not 
done within the state, the net income is 
allocated as from the 
sale of tangible capital assets are as- 
signed, to Pennsylvania or otherwise, 
according to the location of the prop- 
erty. The remaining net income is 
allocated according to the method em- 
ployed in determining the basis for the 
franchise tax. 

Return is due on April 15 or, in the 
case of a fiscal year return, 60 days 


taxes 


follows: Gains 
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from the due date of the federal re- 
turn. One-half of the tax is payable 
on the filing of return, and the re- 
mainder on the fifteenth day of the 
following month. 

Where a parent owns more than 50 
per cent. of the voting stock of a sub- 
sidiary and the subsidiary is also liable 
for the tax, there may be consolidation 
showing combined net income. In such 
cases, application must be made to the 
Department of Revenue. No informa- 
tion is as yet available regarding the 
method of consolidation. 

Where income as returned to the 
feleral government is finally changed 
or corrected by any federal authority, 
the company is required to report the 
fact and amount to the Department of 
Revenue within 30 days. 

Additional tax may be assessed 
within two years from the filing of 
return, or at any time in case of a final 
change or correction in the income as 
returned to the United States. In case 
of an additional assessment a petition 
for redetermination may be filed within 
30 days, and there is further right of 
petition for review addressed to the 
Board of Finance and Revenue, and of 
appeal to court. Refunds are subject 
to the Fiscal Code. 


Individual Income Tax* 


An individual income tax, with low 
personal exemptions and with rates 
varying from 2 to 8 per cent., is laid 
as a permanent imposition. Because 
this is a graduated tax, and because 
such taxes seem to have been con- 
demned by the State Supreme Court, 
the Attorney General thinks the law 
unconstitutional, and a suit to restrain 
the Department of Revenue from 


\s this issue was going to press, this tax was 
declared to be unconstitutional.—Editor. 


spending money in preparation for its 
enforcement is pending. Therefore, 
instant consideration of the act in de- 
tail might be loss of labor and waste 
of space. It may, however, be said 
that gross income and deductions are 
provided in substantial accord with the 
federal law except that there is no 
allowance for contributions. Pro- 
visions as to estates, trusts, partner- 
ships, and information at the source 
generally follow the lines of the fed- 
eral law. There is provision for non- 
recognition of gain or loss in case of 
corporate reorganizations, but not as to 
the basis of property received therein. 
Where property was acquired prior to 
January 1, 1935, gain or loss on its 
disposition is determinable as under 
the federal law in respect of property 
acquired prior to March 1, 1913, ex- 
cept that January 1, 1935 is substi- 
tuted for March 1, 1913. Income from 
dividends is fully taxable even if re- 
ceived from corporations paying state 
taxes. 

In the case of nonresidents the 
gross income includes only that from 
sources within the state, not including 
annuities, interests on bank deposits or 
securities, or dividends, except to such 
extent as these shall be a part of the 
income from any trade, business, or 
occupation carried on within the state. 
The credit for taxes paid by a non- 
resident to the jurisdiction of his 
domicile on income from Pennsylvania 
sources is the usual reciprocal provi- 
sion; preventing, for example, dupli- 
cate taxation of the same income by 
Pennsylvania and New York. 

Subject to personal exemptions of 
$1,000 and $1,500, respectively, which 
are allowable as “living expenses,”’ the 
tax, on a graduated scale, ranges from 
2 per cent. on income not exceeding 
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$5,000 to 8 per cent. on income in ex- 
cess of $100,000. 
due on May 15, 


Return and tax are 
1936 for 1935; and 
are due on May 15 annually thereafter. 
The remedies for revision are special. 

State Personal Property Tax 

For 1936 and 1937 the law imposes 
a tax of one mill on the class of per- 
sonal property which is subject to the 
county personal property tax of four 
mills, administration to be in the De- 
partment of Revenue and entirely in- 
dependent of that of the county tax by 
local authorities. Returns are due on 
or before March 15 and are to be as 
of a date, between January 1 and 
January 15, inclusive, to be fixed by 
the department. Assessments will be 
made at the department’s convenience 
and will be payable within 30 days. 
An estimated assessment may be made 
where no return is filed. Return may 
then be filed and the department may 
reassess on its basis, but with a penalty 
of 10 per cent. and with interest at 6 
per cent. from the due date. A pro- 
ceeding for reassessment of an original 
or additional assessment may be begun 
within 30 days, with further right of 
appeal to court. An additional assess- 
ment may be made within five vears 
from the due date of the return. No 
taxes will be refunded, but credits may 
be given according to the provision of 
the Fiscal Code. 


Additional Tax on Corporate Loans 

The law imposes for two vears a tax 
of one mill in addition to the perma- 
nent four-mills tax on corporate loans, 
which is charged to the holders of 
such loans and collected by withhold- 
ing, at the source, from interest pay- 
ments. Bad draftsmanship has made 
it doubtful whether the tax is first to 
be withheld in 1935, or in 1936; and 
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that is a question which no depart- 
mental ruling can finally determine. 
Counsel for certain large banks which 
pay interest as fiscal agents have given 
an opinion that the tax is first with- 
holdable in 1936, but that will not help 
debtor corporations if, later, the courts 
should find it was withholdable in 
1935. They will be held liable for the 
tax, but, in any case in which bonds 
have been transferred between 1935 
and the time of such finding, will be 
unable to 

withholding 


reimburse themselves by 

from interest payable 
after such finding. Of course a debtor 
corporation which did not withhold in 
1935 may do so in 1936 for both 1935 
and 1936, where holders in the latter 
year are the same as in the former. If 
the law intended withholding in 1935, 
such withholding in 1936 on account 
of the prior year is permissible under 
the decision of a lower court. In this 
doubtful situation a corporation which 
withholds for 1935 will be protected 
against loss. 


Miscellaneous New Taxes 
In addition to the foregoing, a 
stamp tax is imposed on certain docu- 
ments, a sweeping tax is charged on 
amusements, and a tax is laid on sales 
of cigarettes, all to be effective for two 
years. 


Payment of Taxes Under Protest 

Hitherto a proceeding for the revi- 
sion of a state tax could not be begun 
where the disputed amount had been 
paid, and payment after the beginning 
of any such proceeding abated it. The 
Fiscal Code has now been amended to 
provide that where a tax, bonus, or 
other account is paid under protest, 
and where any interest due at the date 
of such payment is also paid, such pay- 

(Concluded on page II) 
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“Willie's Xmas Tree’’—A Canadian Tax 
Lamentation 


The following article by Lucy Van Gagh, which appeared in SATURDAY 
Nicut, a@ Canadian publication, is stated to have been inspired by a petition of 
the Huntsville (Ontario) Horticultural Society to have a license tax imposed 


on Christmas trees. 
some Canadian newspapers. 


“Yes, Willie,” said the grey-haired 
old lawyer to the small boy of twelve 
who sat wide-eyed in his consulting 
room, “it was indeed wise of you to 
come to me. Such a performance as 
you have in mind, while comparatively 
simple a few years ago, before your 
dear father went on the dole and before 
the licensing system became general 
in this fair land of freedom, is now 
hedged about with unaccountable for- 
malities, and the unaided lay mind 
even of an adult like your Uncle 
Henry, to say nothing of a small boy 
like you, would never be able to grope 
its way through them alone. 

“You can have a Christmas tree for 
your father and mother and little 
sisters, Willie, if you want one. 
Your Uncle Henry, I understand, has 
sent you the money for the tree and 
the presents; bear in mind that in all 
the transactions that you may enter 
into you will be acting simply as his 
agent. 

“First of all you must obtain a 
Christmas-tree license, which will cost 
you two dollars. Then you must ob- 
tain your tree from an authorized 
dealer, at the authorized price of one 
dollar for the first three feet of height 
and a rising scale for each subsequent 
foot. Or you may take out a special 
license if you propose to cut it your- 
self. Remember also that you are not 
allowed to keep the tree longer than 


It is further stated that the proposal received support by 


twelve days after Christmas; then you 
must dismantle it and either burn it 
with the prescribed precautions or else 
turn it over to the municipal garbage 
collectors duly cut up into pieces suit- 
able for them to handle. 

“This license, remember, entitles you 
to set up and decorate the tree only. 
It does not entitle you to illuminate 
it. If you light it with candles or any 
other exposed-flame lighting, you must 
secure a license from the municipal 
fire department and pay the legal 
charge for a fireman to be on hand 
during the whole time of the illumina- 
tion. If you use electricity, which is 
a publicly owned commodity, the con- 
ditions are slightly less onerous; all 
you need to do is to get a permit from 
the local Hydro and pay their charge 
for the inspection of all wiring, lamps, 
tinsel and other articles used in the 
decoration, which should not be more 
than five or six dollars. 

“I can understand your desire, and 
that of Uncle Henry, that this tree 
should be a surprise to your parents 
and sisters. But unfortunately the 
Department of Health does not look 
with favor upon the surprising of 
persons over fifteen years of age. 
You will have to obtain a certificate 
from your family physician—I should 
say your panel doctor—that your father 
and mother are in good physical con- 
dition and not likely to suffer from 
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shock as a result of the surprise. What 
you are to do about your Aunt Mabel, 
who is on her way from British Colum- 
bia and will not arrive until Christmas 
morning, I have no idea. You might 
take her down to the Department and 
have her inspected there, only it will 
not be open on that day. I think you 
had better tell her about it beforehand 
and not surprise her at all. 

“Uncle Henry, you tell me, having 
put up the money, wants to play Santa 
Claus himself. But that raises a very 
difficult problem. Henry is a citizen 
of the United States, and an Act of 
Congress several years ago prohibited 
the impersonation of Santa Claus in 
the United States by any but American 
citizens. The Dominion thereupon 
passed retaliatory legislation refusing 
to license for Santa Claus purposes the 
citizens of any country 
not extend reciprocal 
Canadians. In 


which does 
privileges to 
to that, the 
fee for a Santa Claus license has been 
fixed, in the vain hope of reducing the 
number of such impersonations, at the 
exorbitant sum of twenty-five dollars. 

“IT honestly do not see how Uncle 
Henry is going to get into the game, 
unless he is willing to abandon Santa 
Claus and accept one of those less tra- 
ditional but equally amusing characters 
which have become popular since the 
Santa license was placed so high—I 
mean Mr. Pickwick, Jack Canuck, 
Mutt, Jeff, Brer Rabbit, Amos, Andy, 
Mrs. Santa Claus (an entirely mythi- 
cal person, I believe), or Mr. and Mrs. 
Oliva Dionne. All that you need for 
that is the regular license for fancy 
dress or amateur theatricals, namely 
three dollars. 

“Then there is the matter of the 
Christmas presents. The state, Willie, 


addition 


looks with some suspicion upon pres- 
ents of all kinds. It never makes any 
itself and it does not see why anybody 
else should want to. Usually, it finds, 
they are a disguise for some secret 
payment, either contravening the law 
against rebates on fixed-price commodi- 
ties, or evading the income tax, the 
wage tax or the inheritance tax. You 
will therefore be required to file with 
the Dominion Investigations Commis- 
sioner, in triplicate, a schedule of all 
the gifts which you propose to distrib- 
ute, with their purchase price, the name 
of the recipient, and an explanation, 
which must be satisfactory to the Com- 
missioner, of the reasons why you 
want to give him or her a present. I[ 
need not, of course, remind you that 
no article, the price of which is fixed 
under the Dominion Marketing Act 
or under any provincial or municipal 
legislation, may be given away at any 
time or under any conditions; the 
Commissioner is especially fussy about 
that sort of thing at Christmas time. 

“Then, Willie, you will probably 
find that after the distribution of the 
presents your little party will want to 
sing a few of the old traditional 
Christmas songs. Here you will have 
to be very careful. A license fee at 
the rate of one dollar for every ten 
singers is required for the singing of 
anything which does not constitute re- 
ligious worship. It has been held by 
the courts that while ‘O Come All Ye 
Faithful’ is religious worship, ‘Good 
King Wenceslas Looked Down’ is a 
secular performance and subject to 
license, and I need hardly say that ‘For 
He’s a Jolly Good Fellow’ and ‘Auld 
Lang Syne’ will never pass muster as 
hymns. 

(Concluded on page 9) 
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California Personal Income Tax Act of 1935 


By Rospert BUCHANAN 


(San Francisco Office) 


California’s new personal income tax 
law was called sensationally to the at- 
tention of the entire country when one 
of our prominent newspaper publish- 
ers recently sounded a clarion call to 
the rich men and the motion picture 
industry of the Golden State to join in 
an exodus to escape the oppression of 
the tax. 

The salient features of the law, ef- 
fective as of January 1, 1935, are as 
follows: 

Persons Liable; Individual residents 
of the state, fiduciaries, estates, and 
trusts are liable for tax upon their en- 
tire net income. Nonresidents are li- 
able for tax upon income from prop- 
erty located in California, or from 
business or occupation carried on 
therein. Partnerships must make re- 
turns but are not directly liable for 
tax. 

The word “resident” includes every 
natural person domiciled in the State 
of California, and every other natural 
person who maintains a permanent 
place of abode within this state or 
spends in the aggregate more than six 
months of the taxable year within this 
state. The word “nonresident” in- 
cludes every natural person other than 
a resident. 

In the Tax Magazine for August, 
1935 appears an article entitled “The 
Problem of Residence Under the Cali- 
fornia Income Tax Law,” by George 
T. Altman, C.P.A., in which he ques- 
tions the constitutionality of the defi- 
nition of “resident.” After giving an 
illustrative example (page 504) he 


says: 


Thus California proceeds to collect, or 
to attempt to collect, a substantial income 
tax from one who is neither domiciled there 
nor maintains any abode there, and on in- 
come not only from sources outside of 
California, but the larger portion of which 
was received before the taxpayer ever set 
foot upon its soil. Moreover, in order to 
collect, it will have to seize his baggage, or 
such other personal property as he may have 
with him on his travels. 


It is interesting to know that on 
October 18, 1935 State Franchise Tax 
Commissioner, Charles J. McColgan, 
issued a statement substantially as fol- 
lows: 


For the information of residents and 
citizens of other States who spend an in- 
determinate time as tourists or Winter or 
Summer visitors in California, the new Cali- 
fornia income tax act will not cost them one 
cent unless they derive taxable income from 
sources within this State, nor will their 
sojourn in this State for more than six 
months during the taxable year, or the main- 
tenance of a permanent place of abode 
within this State, give rise to income tax 
liability, unless they are actually and legally 
domiciled within this State. 

The maintenance of a permanent place 
of abode within this State, or the spending 
of more than six months within this State 
during the taxable year, by a resident of 
some other State, merely raises the pre- 
sumption that he is a resident. If he is a 
resident of New York, or some other State, 
presumably he can rebut this presumption 
and thus establish exemption. 


It seems inevitable that the provi- 
sion in question will be attacked in the 
courts. 

The term “partnership” includes a 
syndicate, group, pool, joint venture, 
or other unincorporated organization. 

Rates: The law does not provide for 
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both a normal and a surtax as does the 
federal act, but applies a single rate to 
each bracket of taxable net income in 


excess of personal exemption and 
credit for dependents as follows: 
Up to $5,000 1% 
$5,000 to $10,000 2 
10,000 to 15,000 3 
15,000 to 20,000 4 
20,000 to 25,000 5 
25,000 to 30,000 6 
30,000 to 40,000 7 
40,000 to 50,000 8 
50,000 to 60,000 9 
60,000 to 70,000 10 
70,000 to 80,000 11 
80,000 to 100,000 12 
100,000 to 150,000 13 
150,000 to 250,000 14 
Over $250,000 15 


Tax Year; Calendar vear or fiscal 
year. 

Return; Calendar year returns are 
due April 15, the first return being 
due in 1936. Fiscal year returns are 
due on the 15th day of the 4th month 
following the close of the fiscal year. 

Payment; To be made in full upon 
filing of return, or taxpayer may elect 
to pay the tax in three equal instal- 
ments, first on filing return, second 
instalment four months thereafter, and 


the third instalment eight months 
thereafter. 
Personal Exemptions; $1,000 if 


single, and $2,500 if married or head 
of a family. 

Credit for Dependants; $400 for 
“ach as defined in the federal law. 

Spouses; Returns and division of 
personal exemption if desired, as under 
the federal law, also apportionment of 
exemption in case of change of status 
in tax year. 

Gross Income Defined: In general, 
the term “gross income’ is defined as 
in the federal law. 


In the case of nonresidents, gross 
income includes only the gross income 
from sources within California. Gross 
income from sources within and with- 
out the state shall be apportioned under 
De- 
tailed instructions for withholding tax 
are found in Form 592. 


the rules of the Commissioner. 


Instalment Basis; Generally this fol- 
lows Section 44 of the federal act. 

Basis for Ascertainment of Gain or 
Loss: This the federal law. 
There is no provision for a revaluation 
as at January 1, 1935, commonly effec- 
tive date of the state law. 

Recognition of Gain or Loss; This 
follows the federal law. 

Allowable Deductions; These gen- 
erally follow the federal law, with the 
following limitations: 

(1) The deductions are not allowed if 
and to the extent that they are connected 
with the production of income not taxable 
under the state law; 

(2) Interest is not allowed if and to the 
extent that it is connected with income not 
taxable under the state law. 


follows 


Items Not Deductible: The follow- 
ing taxes are not deductible: 
(a) California income taxes; 
(b) Income or profits taxes imposed by: 
(1) United States, 
(2) Any foreign country, 
(3) Any other state or political 
subdivision ; 
(c) Estate inheritance and gift taxes; 
(d) Taxes assessed against local benefits. 


Other items not allowable as deduc- 
tions in general follow the federal 
law. 

Estates and Trusts; Section 12 gen- 
erally follows the federal law, but with 
special provisions designed to prevent 
the evasion of the California tax by 
creating trusts in other states. 
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Information at the Source; This 
generally follows the federal law, pro- 
viding for returns of information as to 
salaries and other fixed income valued 
to $1,000 or over. 

Credit for Taxes Paid Other States 
by Residents or Nonresidents (Sec. 
25): Provision is made for a credit 
of a portion of the taxes paid other 
states based upon the ratio of income 
from such other states to total income. 

Personal Holding Companies; These 
are detined practically the same as in 
Section 351(b) (1) of the Revenue 
Act of 1934, and Section 34 of the 
state law provides that a personal hold- 
ing company, whether or not organ- 
ized under the laws of this state, shall 
not be recognized as a legal entity, sep- 
arate and distinct from the sharehold- 
ers thereof, and that any such com- 
pany having more than one shareholder 
shall be deemed a partnership. This 
has the effect of imposing the Cali- 
fornia personal income tax on share- 
holders of such corporations. 

Adiminisiration; The tax is admin- 
istered by the Bank and Corporation 
Franchise Tax Commissioner, who 
may open branch offices for this pur- 
pose. 

Upon examination of the return the 
tax is assessed. If the Commissioner 
determines that there is a deficiency he 
mails notice thereof to the taxpaver. 
Within 60 days thereafter taxpayer 
may file a written protest with the 
Commissioner and request a hearing. 
If the Commissioner's action is adverse 
the taxpayer may, within 30 days 
thereafter, appeal in writing to the 
State Board of L[qualization, whose 
determination is final. Appeal to 
Board forfeits taxpayer’s right to sue 
in courts for recovery, so it will usu- 
ally be better to pay the tax and sue to 





recover if the Commissioner’s decision 
is adverse. 

Refunds; Claims for refund may be 
filed similar to federal procedure. 

The Commissioner is given the usual 
inquisitorial powers and there are 
penalties for failure to file the return 
and for fraudulent returns. 


‘“‘Willie’s Xmas Tree” 
(Continued from page 6) 

“On the whole, Willie, I think you 
had better invite me to the party, just 
in case something turned up that re- 
quired my advice. If nothing turns 
up there will be no charge. If some- 
thing does, I will bill the Relief De- 
partment, which has to supply your 
family’s legal needs as well as its medi- 
cal, dental, nutritional and educational 
requirements. Don’t put any present 
on the tree for me; I am not allowed 
to accept gifts from clients. 

“It will be a great pleasure to be 
there. I haven’t been at a Christmas- 
tree party since you were a baby, 
Willie, when your father was manager 
of the Transcontinental Bank at the 
corner of Mackenzie Street and Mann 
Avenue. Many was the Christmas tree 
at your house that | have helped to 
unload of its burden of gifts in those 
happy days. And many was the bunch 
of mistletoe under which I| kissed your 
mother. . . . Which reminds me that 
you mustn't have any mistletoe this 
year ; it’s prohibited. The W. C. T. U. 
said it was immoral, the United Church 
said it was pagan, the Native Sons of 
Canada said it was Early British, and 
the St. Thomas Liberal Association 
said it was an aristocratic extrava- 
gance, and a Liberal could kiss a girl 
anywhere any time.” 
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Retail Merchandise Accounting 


The above is the title of a book by 
one of our partners, Mr. Hermon F. 
Bell, which is now on the press and 
will be shortly released for publication. 
Mr. Bell has for many years made ac- 
counting pertaining to retail merchan- 
dising a subject of special study. For 
some fifteen years past he has been lec- 
turing on the subject in the School of 
Business of Columbia University. 

The publishers of the book make the 
following comment thereon: 


’ 


“Retail Merchandise Accounting” is the 
kind of book that is the standby of the 
accountant who has to meet conditions of 
fact and not theory, and who faces the 
difficult problem of putting into successful 
operation methods that meet the important 
requirement of being accurate and at the 
same time feasible. 

Mr. Bell's book is the result of many 
years of experience with all kinds of re- 
tail organizations and conditions, and every 
chapter of the book shows it. The book 
centers, of course, about the retail method 
of inventory. The author anticipates in 
its turn every major practical difficulty that 
has to be met, and shows how to meet it, 
explaining why and giving wherever pos- 
sible examples to show just how. 

Space forbids great detail, but anyone in- 
terested in retail accounting can get a good 


line on the spirit and scope of Mr. Bell’s 
work simply from the following topics which 
his treatment covers: Conditions governing 
retail accounting procedures; types of re- 
tail business, department store organization; 
merchandise accounting terms and what they 
mean; methods of control, merchandise bud- 
gets, retail method of inventory, provision 
for future reductions, discounts in inven- 
tories ; mathematics of retail merchandise ac- 
counting ; unit stock controls; taking physical 
inventories; control of orders, invoices, re- 
ceiving and marking; determination of de- 
partmental sales; statements reporting 
merchandise operations; elements of mer- 
chandise profit and cost of sales; allocation 
of expenses to departments; workrooms; 
leased departments; some tax problems and 
procedures in merchandise accounting. 

In a word, in “Retail Merchandise Ac- 
counting’ Mr. Bell has made a professional 
contribution of a type which every one sees 
is needed, but which is one of the hardest to 
actually produce. He takes one specific 
problem and covers it, thoroughly and con- 
clusively. The book contains nearly 300 
pages and every page says something. 


The members of our staff are urged 
to study this book carefully when it is 
released, inasmuch as it should prove 
of great assistance, especially to those 
who audit the accounts of retail mer- 
chants. 





Book 


PROBLEMS IN AUDITING, by 
Arthur Warren Hanson. Mc- 
Graw-Hill Publishing Co., New 
York. 556 pages. 

It is particularly gratifying to finda 
publication that is suitably adapted to 
teaching the practice of auditing. In 
reviewing PROBLEMS IN AUDITING the 
writer was impressed by the wealth of 
significant material that could have 
been assembled only by one thoroughly 
versed in the procedure of developing 


Review 


the minds of students. When one 
considers the magnitude of the subject 
of auditing and the wealth of informa- 
tion with which the professional audi- 
tor must be equipped, it is indeed a 
noteworthy endeavor to segregate the 
unessential and present in a volume 
only that which is best suited to start 
the student on the proper road. The 
author was indeed fortunate in having 
the counsel and assistance of Mr. 
Homer N. Sweet. 











Lad 


se wa tT fF TP VW 











LRBEG&M. JOURNAL 11 





The use of problems in exemplify- 
ing the principles of accounting has 
long been accepted and this publication 
has established a commendable prece- 
dent in presenting a careful selection 
of problem material for use in the 
teaching of auditing. 

Generally, text books on auditing 
are written in narrative form. Very 
often this manner of writing has, 
among other things, developed a book 
that at its best constitutes a reference 
work, and lacking suitable problem 
material, instructors have been re- 
quired to go to other sources. A con- 
siderable part of the publications on 
auditing have necessarily included ma- 
terial which constitutes expositions of 
accounting principles and have not 
stressed sufficiently the underlying 
theories of auditing procedures. When 
material is presented in the form of 
cases or problems the work ceases to 
become a_ reference work, but a 
foundation upon which may be con- 
structed any edifice that the instructor 
may desire. Psychologists have in- 
formed us that the most practical man- 
ner of developing concentration and 
memory is to center one’s interest. To 
this end the case method of study ac- 
complishes much, in that the student’s 
interest is centered on a_ particular 
problem, holding his thoughts to the 
facts of the matter at hand and thereby 
aiding sustained concentration through 
the association of related ideas. 

In reading a text written in narra- 
tive form, the reader’s mind is very 
apt to tire and run along a single track 
without shunting thoughts along the 
various spurs which should be ex- 
plored. It is obvious from the ques- 
tions asked an instructor that students 
seldom pause “to read between the 
lines” and to reflect. The case method 
of teaching unlike any other seems to 


develop in a classroom a spirit of com- 
petition for new ideas on a given prob- 
lem. This has the admirable tendency 
of stimulating the imagination. 

If the serious student uses Prob- 
lems in Auditing as a manual of 
practical cases, it should be helpful in 
enabling him to acquire the technique 
and knowledge of auditing principles 
and procedures which are essential to 
one engaged in actual practice. 


A. W. AMELER. 


New Tax Legislation in 
Pennsylvania 
(Continued from page 4) 


ment shall not prejudice the taxpayer's 
right to prosecute a petition for reset- 
tlement, a petition for review, or an 
appeal to court. Payment may be of 
the entire account or of a part thereof. 

The possible advantage to be gained 
by protested payment of a contested 
state tax is the stoppage of interest on 
any such part thereof as finally may 
be found to be due, together, where 
appeal to court is taken, and where the 
payment is made before appeal or 
within 21 days thereafter, with the 
saving of an Attorney General’s com- 
mission of 5 per cent. on such part. 
However, the taxpayer will be unable 
to recover in cash any part of the 
payment which may be found to ex- 
ceed the tax properly chargeable. 
Where such an excess appears the tax- 
paver receives nothing more than a 
credit which may be applied on other 
or future state tax accounts or may be 
assigned to any other person liable for 
state taxes. 

The time within which petition for 
a reiund may be made has been re- 
duced to one year in cases where the 
claim rests on an error in valuation. 
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Federal Income Tax Handbook 


1935-1936 
Colonel Montgomery has under way 
a new edition of his Federal Tax 


Handbook, which is expected to be 
ready for publication early in Decem- 
ber. Because the federal taxes applic- 
able to estates, trusts and gifts are to 
be made the subject of a separate book, 
the volume devoted to the federal in- 
come tax will hereafter bear the title 
Federal Income Tax Handbook. 

The separate volume devoted to fed- 
eral taxes applicable to estates, trusts 


of 


and gifts is being prepared by Colonel 
Montgomery and Professor Roswell 
Magill, a member of the faculty of the 
Law School of Columbia University, 
who served as Assistant to the Secre- 
tary of the Treasury in 1933-34 and 
was at one time connected with the 
office of the Solicitor of Internal 
Revenue, and who is at the present 
time an associate of Colonel Montgom- 
ery in the practice of tax law. It will 
bear the title of Federal Taxes on 
Estates, Trusts and Gifts, 1935-36, 
and it is also expected to be ready for 
publication in December. 























Natural Business Year 


American business men pride them- 
selves on their openness of mind and 
their avoidance of a blind adherence to 
established custom. They have usually 
regarded themselves as quite free of 
that conservatism which is attributed 
to our British cousins and which 
claimed to be responsible for a reluc- 
turice of the British manufacturer to 
replace equipment until it is worn out, 
as contrasted with the willingness of 
the American manufacturer to scrap 
equipment long before it is physically 
exhausted if it can be replaced by bet- 
ter or more efficient equipment. 

Strangely, however, the 
American business man has 


iS 


average 
followed 
blindly through the years the custom 
of closing the fiscal year with Decem- 
ber 31, without recognizing that in 
many businesses the calendar year is 
not the natural business year. 

An organization has recently been 
formed, named the “Council on 
Natural Business Year” to conduct a 
campaign of education business 
men, so as to bring to them a clear 
understanding of the meaning of the 
term “‘natural business year’? and the 
advantages to a business organization 
of changing to the natural business 
year if the calendar year does not coin- 
cide with the natural business year in 
the industry of which such organiza- 
tion is a part. The Council on Natural 
Business Year consists of bankers, 
credit men, representatives of manage- 
ment associations and public account- 
ants, the last named group being repre- 
sented by The American Institute of 
Accountants. 

Business will be considerably bene- 
fited, and the ability of the account- 
ancy profession to serve business and 
finance effectively will be still further 


of 
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increased, if the efforts of the newly 
created council meet with an appreci- 
able measure of success. 


Loose-Leaf Evidence 


The following London dispatch ap- 
peared recently in The New York 
Times: 


LONDON Court REFUSES LOOSE-LEAF 
EVIDENCE 


Judge Bennett in the Chancery Court 
today ruled that modern loose-leaf books 
which enjoy considerable favor among busi- 
ness houses here are not admissable as evi- 
dence in British law. ‘What is tendered,” 
he said, of a number of loose 
leaves fastened between two covers in such 
a physical condition that anybody could re- 
move a number of leaves and substitute 
others. These are not books within the 
meaning of the Companies Act.’ The 
Stationers Association immediately con- 
vened a meeting to consider its position, as 
thousands of banks and offices use loose- 
leaf books. The eminent lawyers, Viscount 
Hailsham, then Sir Douglas Hogg and Sir 
John Simon some years ago gave opinions 
that loose-leaf books came within the Com- 
panies Act and until today the 
stood unchallenged. 


“consists 


decision 


It hardly seems possible that in this 
modern day even courts as conserva- 
tive as the British courts presumably 
could long adhere to such a position as 
that taken by Mr. Justice Bennett. It 
would seem that courts must be prac- 
tical in recognizing what may be suit- 
able evidence, and that if loose-leaf 
records are an accepted and wide- 
spread means of recording business 
transactions and are the original rec- 
ord of such transactions, and upon 
submission as evidence they are prop- 
erly identified and substantiated, they 
must be admitted in evidence. To do 
otherwise would be likely to defeat the 
ends of justice. Also it would seem 
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to run counter to the theories and prin- 
ciples underlying accepted rules of 
evidence. 

The writer recalls that years ago, 
when records were still a 
comparatively new form of records, 
there was more or less discussion as to 
whether such records would be as sat- 
isfactory for purposes of evidence in 
litigation as the older type of records, 
namely, bound books. With the pas- 
sage of time and the widespread use 
of loose-leaf records, this question was 
no longer discussed and the writer has 
heard of no case in the American 
courts in which loose-leaf records 
have been rejected as evidence for the 
reasons given in the before mentioned 
ruling of Mr. Justice Bennett. 


loose-leaf 


New Deal Plans Are Old 


The quotations from Lord Macaulay 
which appeared in the September is- 
sue of the L. R. B. & M. JouRNAL 
under the above caption caused Mr. 
A. R. Jennings of our New York 
office staff to call the attention of the 
editor to the following interesting ob- 
servations made by Storm Jameson in 
her book, The Decline of Merry Eng- 
land: 


At the same time the most vigorous steps 
were being taken towards the proper ad- 
ministration of Poor Relief. The greatest 
pains were taken to provide corn for the 
poor in periods of famine: wheat, rye and 
barley were imported from the continent and 
sold at below cost price. A scheme was put 
on foot for the provision of public granaries, 
where grain could be stored against times 
of dearth. The price of beer was regulated. 
Work was found for the unemployed. The 
justices, churchwardens and overseers of 
the poor-houses were constantly being urged 
by the council to greater activity in this par- 
ticular duty. Strenuous efforts were made 
to arrive at and impose a minimum wage; 
and a real attempt fostered to provide em- 





ployment for all. Pressure was brought to 
bear on employers of labour and merchants to 
keep men on, even in times of bad trade. As 
an example, when in 1629 there was a de- 
liberate hold-up of cloth by merchants to 
avoid passing it through the Customs, a 
political movement which brought as a 
consequence much unemployment, the Coun- 
cil threatened to throw open the trade to 
foreigners and leave the inevitable com- 
petition to bring their opponents to their 
senses. In addition to attempting to provide 
employment in England, the Council en- 
couraged the emigration of those for whom 
no work could be found, to Virginia and 
Barbados. In short, taken as a whole, it 
is a fact that in no other period in the 
history of England has the Poor Law been 
administered so faithfully and so success- 
fully as under the tyranny of Charles I. 
Unhappily for the Council, even the best 
of schemes, the most remunerative of plans, 
the most popular of projects require money 
for their undertakings; and money was not 
abundant. For all the keenness of their per- 
ception and the vigour of their enterprise, 
there was bound to come a time when the 
exchequer could no longer cope with the 
demands put upon it. Without a parliament, 
the King was forced to have recourse to 
exactions, which first were just within the 
law, which then might be held to be just 
within the law, and finally to those which the 
judges had to be “persuaded” by the King’s 
necessity, to admit justifiable at law. Ton- 
nage and poundage were enforced. A curious 
improvisation of James I to confer obliga- 
tory knighthoods on all freeholders with 
estates of thirty pounds per annum, was re- 
vived. Corporations had avoided the injunc- 
tions of Elizabeth against monopolies, 
monopolies were farmed out to new compa- 
nies. The soap-boiling corporation, a device 
of Laud’s, which created an annual revenue 
of twenty thousand pounds for the King, 
was set up; and fell into immediate unpopu- 
larity. The Archbishop was hooted through 
the streets, and pelted with shouts of 
“Popish soap.” Finally, the imposition of 
Ship Money, even though the King spent 
the money on the object named and laid the 
foundations of the fleet which in another 
twenty years would beat the Dutch off the 
sea, touched all taxable classes on the raw. 
Not only did the King’s arrangement with 


(Concluded on page 18) 
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Reflections on the 


The 1935 annual firm meeting was 
held October 11-12 at Oyster Harbors 
Club, Osterville, Massachusetts. Both 
the club’s facilities and location lent 
themselves admirably to the combined 
purposes of pleasure and serious con- 
sideration of common problems. 

And as to the weather, this may be 
disposed of with the brief observation, 
“It was Indian Summer on Cape 
Cod.” The red hue which prevailed 
around nightfall was not due entirely 
to the sunset but was probably caused 
in part by the vermilion complexion 
of the California contingent realizing 
what they would have to report to the 
native sons back home who think that 
gorgeous weather never reaches fur- 
ther east than the Rocky Mountains. 

Mr. Sweet and Mr. Keller seemed 
to vie with one another for the laurels 
the greatest host extant next to 
Oscar of the Waldorf. The hotel in- 
dustry will probably never know what 
it missed when both these genial gen- 
tlemen decided 
their profession. 


as 


to make accounting 


There was, of course, the usual golf 
tournament. The 18-hole golf course, 
laid out by Donald Ross, offered some 
difficult as well as interesting driving 
and putting. This year Mr. Frederick 
S. Metzler of the Philadelphia office 
was the fortunate winner of the L. R. 
B. & M. cup with a 36-hole net score 
of 154. For those who did not golf 
there were motor trips around Grand 
Island and along the shores of Cotuit 


Bay, Osterville, Wianno and _ other 
points of interest. There were also 
automobile trips to Provincetown, 


Chatham, and other quaint places on 
old Cape Cod. Briefly, the guest’s 
every wish was provided for. 


1935 Firm Meeting 


So much for the social aspect of the 
occasion. Under such pleasant sur- 
roundings it was but natural that the 
participants entered into the work at 
hand assiduously. The firm meetings 
were held on the afternoons of Octo- 
ber 11 and 12, with Colonel Montgom- 
ery acting as Chairman. The topics 
varied from the new Social Securities 
Act and unusual accounting questions 
arising from engagements, to 
special features of the Revenue Act of 
1935, particularly as regards reorgan- 
izations and liquidation of subsidiary 
companies. 

The requirements incident to finan- 
cial statements to be certified for the 
registration of securities under the 
Securities Act of 1933 and the Securi- 
ties Exchange Act of 1934 were the 
subject of considerable discussion. 

Scattered about the Club could be 
seen various groups of men earnestly 
discussing future assignments. The 
southern drawl mingled with the nasal 
Yankee twang, not overlooking the 
New Yorkese, as the members of the 
various L. R. B. & M. offices through- 
out the United States conferred so as 
to establish uniform procedure for 
future audits under which figures 
compiled at the various branch offices 
are summarized in a report emanating 
from one of the main offices. 

As to large engagements, actual class 
sessions were held by those members 
of our various offices who will conduct 
a part of the audit in their vicinity 
with an aim to proper co-ordination. 
There can be no question that these 
preliminary surveys will show their 
effect when the report in each instance 
is finally submitted. 


(Concluded on page 18) 
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The Twenty-Eighth Annual Conference on Taxation 
Held at Oklahoma City, Oklahoma 
October 14-18, 1935 


By 


(Boston 


The Twenty-eighth Annual Confer- 
on Taxation of the National Tax 
Association was held on October 14- 
18, 1935, at Oklahoma City, Okla. 
Over six hundred delegates and others 
were registered at the Conference. 
The important impression 
which the writer brought away from 
the meeting is as to the extent to which 
taxation has become a focal point in 


ence 


most 


the struggle now going on in this coun- 


try between advocates of the estab- 
lished form of government by the 


states and the United States and the 
forces making for a more highly cen- 
tralized federal government. In earlier 
years the tax conferences dealt some- 
what objectively with particular forms 
of taxation, their advantages and dis- 
advantages, but without much consid- 
eration of their effect on our general 
political and economic status. 

To about ten years 
when the federal estate tax credit for 
state inheritance taxes was first con- 
sidered, there was much talk of coer- 
cion of the states and states’ rights, 
but the feeling seemed to be more a 
survival of the historical states’ rights 
idea than a vital concern as to existing 
conditions. The tax conference then 
held favored, by a considerable major- 
ity, the scheme for the state tax credit 
first adopted in the Revenue Act of 
1926. Today, however, the effect on 
control of their affairs by the states 
looms as a most serious problem in the 
discussion of nearly every form of 


be sure, 


ago, 


E. E. WAKEFIELD 


Office ) 


taxation which has a place on the pro- 
gram of any gathering like that at 
Oklahoma City. This is brought out 
by the following brief mention of par- 
ticular taxes considered at the confer- 
ence. 

As was to be expected, sales taxes 
were a topic of several of the papers. 
More than half of the states have 
adopted this form of raising emer- 
gency or permanent revenues and it is 
very likely that more states will have 
sales taxes within the next two years. 
But state sales taxes immediately bring 
up the question of rights of the states 
with reference to sales in interstate 
commerce and the problem of success- 
ful administration of 
taxes in adjoining states. 


varying sales 

Bootlegging 
of any commodity in general use soon 
follows difference in state 
rates or applicability. 

Naturally the proposal follows that 
the states surrender the whole field of 
sales taxes to the federal government 
to administer and apportion the pro- 
ceeds among the states and the federal 
government. But could the _ states 
agree to such a procedure without com- 
mitting themselves to federal domina- 
tion in the use of moneys passing 
through the federal treasury and to be 
allotted to the states as Congress may 
determine ? 


sales tax 


Again, rising rates of federal income 
taxes, and the social and economic re- 
form purposes plainly included in fed- 
eral legislation, such as the Revenue 

















Act of 1935, threaten the states not 
only with lessened productivity from 
state income taxes but also with loss 
of their actual control, under the 
original scheme of a federated govern- 
ment of states and the United States, 
over social conditions within their 
jurisdiction. 

Similarly, but in a more marked de- 
gree, the increase of federal estate tax 
rates and the threat of a federal in- 
heritance tax system force the states 
to consider to what further extent they 
may have to surrender to the federal 
government this source of revenue 
naturally belonging to the states. Since 
the state law governs as to property 
rights arising by will or inheritance, it 
has, until recent years, been assumed 
that the federal government should 
leave death taxes largely to the states. 
But if death taxes are to be used as a 
federal weapon to prevent harmful ac- 
cumulations of wealth, the states will 
be forced to lessen their reliance for 
revenue on this form of taxation. 

It might naturally be assumed that 
federal tax procedure would have little 
to do with the general property tax 
which, despite its defects, remains the 
chief support of local, and to a lesser 
extent, state governments. Yet, as was 
brought out at the conference, federal 
activity is having a very real effect on 
even the general property tax. High 
federal death taxes force sales of prop- 
erty not in the ordinary course of 
business, but because of the necessity 
for cash to pay the taxes. But forced 
sales of industrial and other fixed 
properties tend to depress the market 
for such properties and to lower values 
subject to local property taxes, with 
the necessity for higher local tax rates. 

Moreover, under the W. P. A. the 
federal government is urging states 
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and local taxing units to accept very 
large amounts of money for job pro- 
ducing studies of conditions affecting 
assessment and collection of local 
taxes. Admirable as it undoubtedly is 
that such studies be made, it is clear 
that when a city accepts work costing 
$1,000,000 or more in studies of con- 
ditions about which, with an efficient 
local administration, it should have 
had adequate information, such a city 
cannot help coming, to some extent at 
least, under federal domination in its 
local affairs and being encouraged to 
feel that it need not depend on its own 
resources to maintain itself. 

Some consideration was given at the 
conference to the newer federal taxes, 
such as the processing tax and the pay- 
roll taxes under the Social Security 
Act. Obviously, these taxes both in 
intent and in necessary effect force 
upon the states the necessity for con- 
forming to a federal scheme of regula- 
tion of state affairs as a condition of 
receipt of benefits. The point of view 
of the Western farmer as to the 
processing tax was fully presented, 
with the argument that the migration 
from farms takes so much wealth to 
the cities and industrial regions that 
the farmer must have some compensa- 
tory aid, which he can get only through 
the federal government. But again 
very obviously, this raises the pressing 
question of the functions of the fed- 
eral government under the Constitu- 
tion and the right of any state or 
region to seek assistance through 
special taxes on another class or 
region. As to the social security taxes, 
it was pointed out that no one knows 
to what proportion they will ultimately 
grow, and that to the extent that they 
absorb revenue-producing capacity 
hitherto available to the states for 
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other purposes, they still further in- 
the dependency of localities 
upon states and states upon the federal 
government. 

Another indication of the tendency 


crease 


to remove local responsibility for rev- 


enues necessary for local government 


was brought out in discussion of the 
growing adoption by the states, par- 
ticularly in the West and South, of 
homestead exemptions under which 
farms, as large as 60 acres, and urban 
homes are freed, up to a certain value, 
from all local property taxes. Obvi- 
ously, if the long-existing burden on 
homesteads thrust the 
farmer and homesteader, the load must 
be picked up somewhere, and again the 
ultimate recipient the obligation 
tends to the federal government 
through some form of grant, or as- 


iS aside by 


of 


be 


sumption of care of roads, schools, etc. 

A very interesting address by Sena- 
tor Gore of Oklahoma sounded a most 
vigorous warning against the destruc- 
tion of our republic, as history shows 
many republics have been destroyed in 
the past by taxation beyond the ability 
of industry to withstand it. 

By the foregoing outline of matters 
considered at the conference, the 
writer wishes to bring out a single 
thought. Whatever may be our views 
as to the desirability of change to 
greater powers and responsibilities of 
the federal must 
realize that every time we vote on a 
bond issue or for or against a candi- 
date who advocates more or less public 
expenditures with consequent effect on 
taxes, we are, consciously or uncon- 
sciously, helping to answer the vital 
question whether we shall continue to 
have strong and independent state gov- 
ernments or a dominant federal govern- 
ment, 


government, we 





New Deal Plans Are Old 
(Continued from page 14) 

the judges give grave scandal; it began to 
be feared that the formation of a permanent 
navy would be followed by the raising of a 
standing army to crush out forever the hopes 
individualists. 

Kings and governments are disliked even 
more heartily for their good than for their 
bad works. The policy of ruling England 
by attempting to control every form of 
trade and every of the population 
earned for the regime of “thorough” an in- 
durate and bitter hatred. The tradesman 
and the consumer loathed the monopolising 
corporation. The wholesaler and the manu- 
facturer girded at the Star Chamber which 
regulated their prices. The landowner 
cursed his grievance against the Depopula- 
tion Commission which prevented his en- 
closing common land. The members of the 
corporations complained that they had been 
robbed to secure their rights, while the ad- 
venturers in colonial enterprises distrusted 
the Crown’s foreign policy. The middle 
classes had reached a pitch of seething anger 
against governmental interference with their 
divine right to buy in the cheapest or sell 
in the dearest market. It needed only the 
occasion for the boiling depths to fling them- 
selves to the surface. 


of 


class 


Mr. Jennings made the concluding 
comment that “even in 1600 the 
attempt to substitute the law of the 
King for the law of economics does 
not appear to have been successful.” 


Reflections on the 1935 Firm 
Meeting 
(Continued from page 15) 

The close of the meeting left each 
participant with the feeling that the 
associations and conversations carried 
on must contribute to a better mutual 
understanding by all concerned. In 


future correspondence, the initials at 
the bottom of an inter-office letter will 
stand not only for a name but a per- 
sonality. 


BIsH. 

















L. Rk. B. & 





M. JOURNAL 19 





Notes 


At the meeting of The American In- 
stitute of Accountants, held in Boston, 
October 14-17, Colonel Montgomery 
was elected president for the ensuing 
year. This is a unique honor, as 
Colonel Montgomery is the first one 
of the presidents of the American As- 
sociation of Public Accountants, the 
predecessor organization of the Insti- 
tute, also to be elected president of the 
Institute. 

In addition to serving as chairman 
of the Committee on Arrangements 
for the Institute meeting, to which he 
had devoted a great deal of time prior 
to the meeting, Mr. Sweet served as 
toastmaster at the banquet held at the 
Copley-Plaza, which brought the an- 
nual meeting to a close. 

The registration at this annual meet- 
ing was larger than at any previous 
meeting of the Institute or of any 
other national organization in the his- 
tory of public 
country. 


accounting in this 

A considerable number of the mem- 
bers of our firm and members of the 
staff in the offices conveniently located 
for attendance at Boston were at the 
annual meeting of the Institute. 

The annual gathering of partners 
and managers was held this year at the 
Oyster Harbors Club at Osterville on 
Cape Cod, and was timed especially 
for the convenience of those who 
planned to attend the Institute meet- 
ing. 

The November meeting of the New 
Jersey Society of Certified Public Ac- 
countants, which was held at Newark, 
N. J., on November 14, was devoted to 
a consideration of Cooperation of Ac- 
countants with Bench and Bar. A 


number of judges of the State were 
present as guests of honor, as were 
also a considerable number of lawyers, 
the total attendance at the dinner meet- 
ing being over 400. 

Arthur T. Vanderbilt, Esq., a vice- 
president of the New Jersey State Bar 
Association and a member of the 
Executive Committee of the American 
Bar Association, presented the subject 
from the standpoint of the lawyer, 
and Mr. Staub presented it from the 
standpoint of the accountant. It ap- 
peared to be the general feeling of 
those present that the meeting had been 
helpful in emphasizing the need for 
close cooperation between lawyers and 
accountants in the interest of their 
mutual clients and in indicating vari- 
ous ways in which the desired coopera- 
tion can be made more and more 
etfective. 

A letter from Colonel Montgomery, 
written as president of The American 
Institute of Accountants, in which he 
strongly endorsed the idea of close co- 
operation accountants and 
lawyers, was read to the meeting. 


between 


The thirteenth All Day Conference 
of the New York State Society of 
Certified Public Accountants, which 
was held at the Waldorf-Astoria on 
October 28, was of unusual note be- 
cause the afternoon session marked the 
largest attendance at any meeting of 
an organization of professional ac- 
countants in the history of the profes- 
sion in the United States. 
mately thousand 
present at that session. 


Approxi- 
one persons were 

The evening session was also at- 
tended by a large representation of the 
Society’s membership. Colonel Mont- 
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gomery participated in the evening pro- 
gram. In his capacity of chairman of 
the Society’s Committee on One Na- 
tional Organization, he made a full re- 
port of the development of this move- 
ment during the past year, and, 
particularly, at the recent annual 
meetings of the American Institute 
and the American Society. 

Mr. Keast has been elected a mem- 
ber otf the University of California 
(Lambda) Chapter of the national 
honorary accounting fraternity, Beta 
Alpha Psi. He has also been appointed 
Consulting Professor of Accounting 
in the Graduate School of Business of 
Stanford University for three years 
beginning with the Fall term this year. 


Mr. Robert Buchanan of the tax 
department of the San Francisco of- 
fice, at a meeting of Chi Pi Alpha (ac- 
counting fraternity) at the Plaza Hotel 
in San Francisco gave a talk on the 
California personal income tax law and 
the then pending federal tax bill. Mr. 
Buchanan has been elected a director 
of the San Francisco chapter of the 
California State Society of Certified 
Public Accountants. 





The Philadelphia Inquirer of No- 
vember 7 contained the following, 
which will be of interest to our organ- 
ization: 


TREES GIVEN ARBORETUM 


More than 2,000 cone-bearing trees and 
shrubs, comprising one of the most complete 
collections of its kind in this country, have 
been presented to the Morris Arboretum of 
the University of Pennsylvania by Colonel 





Robert H. 
Conn. 

According to Dr. Rodney H. True, dir- 
ector of the arboretum, who announced the 
gift yesterday, over 250 varieties and species 
of conifers from all parts of the world are 
included in the collection which was shipped 
to the arboretum in Chestnut Hill from 
Colonel Montgomery’s Cos Cob nurseries 
in Connecticut. 


Montgomery, of Greenwich, 


Mr. E. J. Bush of the San Fran- 
cisco office has passed the examination 
for certified public accountant of Cali- 
fornia and has received his certificate. 


Messrs. Harold C. Lang, Thomas 
Francis Mowle, John D. Hereford, Jr., 
and Karl Smith of the New York office 
were admitted to membership in The 
New York State Society of Certified 
Public Accountants. 


At the annual meeting of the Texas 
Society of Certified Public Account- 
ants held during October, Mr. Mohle 
of the Houston office was elected a 
director of the Society to represent it 
in its activities in the Houston and 
Southeastern Texas district. 

Mr. Harry D. Hopson of our Hous- 
ton office passed the Texas C. P. A. 
examination. He has been elected a 
director of the Houston chapter of the 
National Association of Cost Account- 
ants. 


Mr. A. R. Kassander of our New 
York office addressed the Newark 
Chapter of the National Association of 
Cost Accountants on ‘Administration 
of the Budget.” 
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